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Tecumseh Public Schools_____________________________________________ 
                                 Management’s Discussion and Analysis 
 
This section of Tecumseh Public Schools’ annual financial report presents our discussion and 
analysis of the School District’s financial performance during the year ended June 30, 2008.  
Please read it in conjunction with the School District’s financial statements, which immediately 
follow this section. 
 
Using this Annual Report 
 
This annual report consists of a series of financial statements and notes to those statements.  
These statements are organized so the reader can understand Tecumseh Public Schools 
financially as a whole.  The District-wide Financial Statements provide information about the 
activities of the whole School District, presenting both an aggregate view of the School District’s 
finances and a longer-term view of those finances.  The fund financial statements provide the 
next level of detail.  For governmental activities, these statements tell how services were 
financed in the short-term as well as what remains for future spending.  The fund financial 
statements look at the School District’s operations in more detail than the district-wide financial 
statements by providing information about the School District’s most significant funds – the 
General Fund and the Capital Projects Fund; and all other funds presented  as nonmajor funds 
(Special Revenue and Debt Service).  The remaining statement, the statement of fiduciary net 
assets, presents financial information about activities for which the School District acts solely as 
an agent for the benefit of students and parents. 
 

Management’s Discussion and Analysis (MD&A) 
(Required Supplemental Information) 

 
Basic Financial Statements 

 
District-wide Financial Statements         Fund Financial Statements 

 
Notes to the Basic Financial Statements 

 
Other supplemental Information 

 
Reporting the School District as a Whole – District-wide Financial Statements 
 
One of the most important questions asked about the School District is, “As a whole, what is the 
School District’s financial condition as a result of the year’s activities?”  The statement of net 
assets and the statement of activities, which appear first in the School District’s financial 
statements, report information on the School District as a whole and its activities in a way that 
helps you answer this question.  We prepare these statements to include all assets and liabilities, 
using the accrual basis of accounting, which is similar to the accounting used by most private-
sector companies.  All of the current year’s revenues and expenses are taken into account 
regardless of when cash is received or paid. 
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These two statements report the School District’s net assets – the difference between assets and 
liabilities, as reported in the statement of net assets – as one way to measure the School District’s 
financial health or financial position.  Over time, increases or decreases in the School District’s 
net assets – as reported in the statement of activities – are indicators of whether its financial 
health is improving or deteriorating.  The relationship between revenues and expenses is the 
School District’s operating results.  However, the School District’s goal is to provide services to 
our students, not to generate profits as commercial entities do.  One must consider many other 
non-financial factors, such as the quality of the education provided and the safety of the schools, 
to assess the overall health of the School District. 
 
The statement of net assets and statement of activities report the governmental activities for the 
School District, which encompass all of the School District’s services, including instruction, 
supporting services, community services, athletics, and food services.  Property taxes, 
unrestricted State Aid (foundation allowance revenue), and State and federal grants finance most 
of these activities. 
 
Reporting the School District’s Most Significant Funds – fund Financial Statements 
 

Governmental funds – All of the School District’s services are reported in governmental 
funds.  Governmental fund reporting focuses on showing how money flows into and out 
of funds and the balances left at year end that are available for spending.  They are 
reported using an accounting method called accrual accounting, which measures cash and 
all other financial assets that can readily be converted to cash.  The governmental fund 
statements provide a detailed short-term view of the operations of the School District and 
the services it provides.  Governmental fund information helps you determine whether 
there are more or fewer financial resources that can be spent in the near future to finance 
the School District’s programs.  We describe the relationship (or differences) between 
governmental activities (reported in the statement of net assets and the statement of 
activities) and governmental funds in reconciliation. 
 

The School District as Trustee – Reporting the School District’s Fiduciary Responsibilities 
 
The School District is the trustee, or fiduciary, for its student activity funds.  All of the School 
District’s fiduciary activities are reported in separate statements of fiduciary net assets.  We 
exclude these activities from the School District’s other financial statements because the School 
District cannot use these assets to finance its operations.  The School District is responsible for 
ensuring that the assets reported in the funds are used for their intended purposes. 
 
The School District as a Whole 
 
Recall that the statement of net assets provides the perspective of the School District as a whole.  
Table I provides a summary of the School District’s net assets as of June 30, 2008. 



-5- 

6/30/2008 6/30/2007
Governmental Governmental

TABLE I Activities Activities

Assets
  Current and other assets 8,613,078$          7,939,709$         
  Capital assets - Net of accumulated depreciation 57,837,910          59,262,071         

                     Total assets 66,450,988          67,201,780         

Liabilities
  Accounts payable and accrued liabilities 6,075,917            5,763,001           
  Unearned revenue 72,143                 84,341                
  Long-term debt:
        Due within one year 2,370,714            2,686,960           
        Due in more than one year 50,992,962          53,294,188         

                    Total liabilties 59,511,736          61,828,490         

Net Assets
  Invested in capital assets, net of related debt 5,713,604            4,873,733           
  Restricted for:
        Capital projects and other purposes 997,814               536,800              
  Unrestricted 227,834               (37,243)              

                    Total net assets 6,939,252$         5,373,290$         

 
      
The above analysis focuses on the net assets (see Table I).  The change in net assets (see Table 2) 
of the School District’s governmental activities is discussed below.  The School District’s net 
assets were $6,939,252 at June 30, 2008.  Capital assets, net of related debt totaling $5,713,604 
compares the original cost, less depreciation of the School District’s capital assets to long-term 
debt used to finance the acquisition of those assets.  Most of the debt will be repaid from voter-
approved property taxes collected as the debt service comes due.  Restricted net assets are 
reported separately to show legal constraints from debt covenants and enabling legislation that 
limit the School district’s ability to use those net assets for day-to-day operations.  The remaining 
amount of net assets $227,834 was an unrestricted balance. 
 
The $227,834 in unrestricted net assets of governmental activities represents the accumulated 
results of all past years’ operations.  The operating results of the General Fund will have a 
significant impact on the change in unrestricted net assets from year to year. 
 
The results of this year’s operations for the School District as a whole are reported in the 
statement of activities (see Table 2), which shows the changes in net assets for fiscal year 2008.   
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6/30/2008 6/30/2007

Governmental Governmental
TABLE 2 Activities Activities
Revenue
Program revenue:
  Charges for services 981,684$        978,611$           
  Grants and categories 2,830,161       2,355,642          
General revenue:
  Property taxes 7,514,343       7,128,126          
  Unrestricted state aid 20,436,213     20,847,449        
  Other 161,966          190,220             

Total revenue 31,924,367     31,500,048        

Function/Program expenses
  Instruction 15,511,412     16,706,336        
  Support services 8,735,311       8,905,476          
  Community services 335,456          307,474             
  Athletics 608,434          632,594             
  Food service 943,870          923,589             
  Transfers to other districts -                  -                    
  Interest on long-term debt 2,682,833       2,801,430          
  Unallocated depreciation 1,541,089       1,568,830          

Total Expenses 30,358,405     31,845,729        

Increase in Net Assets 1,565,962$    (345,681)$           
 
As reported in the statement of activities, the cost of all of our governmental activities this year 
was $30,358,405.  Certain activities were partially funded from those who benefited from the 
programs or by other governments and organizations that subsidized certain programs with 
grants and categoricals.  We paid for the remaining “public benefit” portion of our governmental 
activities with $7,514,343 in taxes, $20,436,213 in State Foundation Allowance, and with our 
other revenues, $161,966, such as interest and general entitlements. 
 
The School District experienced an increase in net assets of $1,565,962.  The key reason for the 
change in net assets is the decrease in expenditures through cost containment measures adopted 
by the District. 
 
As discussed above, the net cost shows the financial burden that was placed on the state and the 
School District’s taxpayers by each of these functions.  Since property taxes for operations and 
unrestricted State aid constitute the vast majority of the School District operating revenue 
sources, the Board of Education and Administration must annually evaluate the needs of the 
School District and balance those needs with State-prescribed available unrestricted resources. 
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The School District’s Funds 
 
As we noted earlier, the School District uses funds to help it control and manage money for 
particular purposes.  Looking at funds helps the reader consider whether the School District is 
being accountable for the resources taxpayers and others provide to it and may provide more 
insight into the School District’s overall financial health. 
 
As the School District completed this year, the governmental funds reported a combined fund 
balance of $3,053,455 which is an increase of $637,429 from last year’s combined fund balance.  
The primary reason for the increase is through overall cost containment measures initiated in 
2007-2008.  In addition, the District delayed various capital projects that will be completed with 
a bond for energy projects. In the General Fund, our principal operating fund, the fund balance 
increased by $86,404 to $1,768,176 which is 7.2% of expenditures.  Currently, the state wide 
average fund balance is approximately 8%. 
 

 Our Special Revenue Funds showed an insignificant decrease of $1,258 in fund balances 
with an ending combined balance of $152,381.  The general fund balanced pending 
deficits in both the Athletic Fund and the Community Services Fund. 

 
 Combined, the Debt Service Funds showed an increase in fund balance of $45,011.   

Millage rates will remain at 7.2000 mills until such time that all loans due the School 
Bond Loan Program are repaid.  Millage rates are determined annually to ensure that the 
School District accumulates sufficient resources to pay annual bond issue-related debt 
service.  Debt Service Funds fund balances are reserved since they can only be used to 
pay debt service obligations. 

 
 The Capital Projects Funds increased due to the Board of Education approval of Strategic 

Finance Plan 1.2 to transfer in from the General Fund $250,000 for school improvements 
and $400,000 for upcoming planned capital expenditures 

 
General Fund Budgetary Highlights 
 
Over the course of the year, the school District revises its budget as it attempts to deal with 
changes in revenues and expenditures.  State law requires that the budget be amended to ensure 
that expenditures do not exceed appropriations.  A schedule showing the School District’s 
original and final budget amounts compared with amounts actually paid and received is provided 
in required supplemental information of these financial statements.  Changes to the General Fund 
original budget were as follows: 
 

 Budgeted revenues were increased $16,850 due to the collection of prior year property 
taxes. 

 
 Budgeted expenditures decreased $222,673 primarily due to initiating cost containment 

measures throughout the 2007-2008 fiscal year. 
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Capital Asset and Debt Administration 
 
Capital Assets 
 
At June 30, 2008 the School District had $69,817,783 invested in a broad range of capital assets, 
including land, buildings, furniture, and equipment.   
                                ____2008___ 
 
Land           $  1,590,511 
Buildings and improvements          68,808,647  
Vehicles                 292,290 
Furniture and equipment               833,774 
         
  Total capital assets         71,525,222  
 
Less accumulated depreciation         13,687,312 
     
  Net capital assets       $57,837,910  
 
 
 
Debt 
 
At the end of this year, the School District had $47,756,723 in bonds outstanding versus 
$50,031,723 in the previous year – a change of $2,275,000.  Those bonds consisted of the 
following: 
 
                                  2000         1998 Durant          2005        
 
General Obligation Bonds                          $1,400,000       $166,723          $46,190,000 
 
The School District’s General Obligation Bond rating continues to be equivalent to the State’s 
credit rating.  The State limits the amount of general obligation debt that schools can issue to 15 
percent of the assessed value of all taxable property within the School District’s boundaries.  If 
the School District issues “qualified debt,” i.e., debt backed by the State of Michigan, such 
obligations are not subject to this debt limit.  The School District’s outstanding unqualified 
general obligation debt of $47,756,723 is significantly below the statutorily imposed limit. 
 
Other obligations include employee-compensated absences and retirement incentives.  We 
present more detailed information about our long-term liabilities in the notes to the financial 
statements. 
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Economic factors and Next Year’s Budgets and Rates 
 
For the 2008/2009 school year the non-homestead millage will likely remain at 18.0000 mills.  
Levying the full amount on these properties is crucial, especially when the State foundation and 
categorical monies are constantly under scrutiny.  This non-homestead millage was renewed by 
the District’s voters on January 15, 2008 for three years and a Headlee rollback is not expected in 
the current economic climate. 
 
One of the most important factors affecting the budget is our student count.  Unfortunately, it is 
difficult for School District’s to know exactly how many students will show up and be counted 
on those two crucial pupil count days (September and February) of each school year.  The State 
foundation revenue is determined by multiplying the blended student count by the foundation 
allowance per pupil.  The State of Michigan has approved a State Aid Bill for next school year 
which establishes the foundation allowance per pupil.  The District Foundation Allowance is 
$7,316 for 2008-2009. 
 
The 2008/2009 budget was adopted based on the blended student count (75% of September 2008 
students and 25% of February 2008 students) or 3,200 (which is 120 students lower than 
2007/2008) and $7,316 student foundation allowance.  Once the final student count and related 
per pupil funding is validated, State law requires the School District to amend the budget if 
actual District resources are not sufficient to fund original appropriations.  The adopted budget 
and subsequent amendments must be posted on the District website, once board approved.   
 
Under state law, the School District cannot assess additional property tax revenue for general 
operations.  As a result, District funding is heavily dependent on the State’s ability to fund local 
school operations.  Approximately 80 percent of total General Fund revenues are from the 
foundation allowance. 
 
The School District is mandated by Michigan State statute to contribute to the Michigan Public 
School Employees Retirement System (MPSERS) at a rate established by the State of Michigan.   
The rate set for 2008/2009 was reduced to 16.54% of our annual covered payroll (2007/2008 it 
was 16.72%).  Healthcare costs continue to challenge the School District’s budget.  For 
2008/2009 healthcare costs will be nearly 3.0 million dollars.  The District has changed 
healthcare providers and a number of employee groups are contributing toward the premium 
costs for their healthcare coverage. 
 
. 
 
 
Contacting the School District’s Financial Management 
 
This financial report is designed to provide the School District’s citizens, taxpayers, customers, 
and investors and creditors with a general overview of the School District’s finances and to 
demonstrate the School District’s accountability for the money it receives.  If you have questions 
about this report or need additional financial information, contact the Finance Department, 212 
N. Ottawa Street, Tecumseh, Michigan 49286. 
 
 







TECUMSEH PUBLIC SCHOOLS
Statement of Net Assets

June 30, 2008

Governmental
Activities

Assets
Cash and cash equivalents 4,068,039$          
Receivables 4,178,381            
Prepaid items and other assets 366,658               
Capital assets, net 57,837,910          

Total assets 66,450,988          

Liabilities
Accounts payable and accrued liabilities 6,075,917            
Unearned revenue 72,143                 
Long-term debt:

Due within one year 2,700,052            
Due in more than one year 50,663,624          

Total liabilities 59,511,736          

Net assets
Invested in capital assets, net of related debt 5,713,604            
Restricted for capital projects and other purposes 997,814               
Unrestricted 227,834               

Total net assets 6,939,252$          

The accompanying notes are an integral part of these financial statements.
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TECUMSEH PUBLIC SCHOOLS
Statement of Activities

For the Year Ended June 30, 2008

Program Revenues
Operating

Charges Grants and Net (Expense)
Functions / Programs Expenses for Services Contributions Revenue

Governmental activities:
Instruction 15,511,412$      3,850$                2,429,770$        (13,077,792)$     
Supporting services 8,735,311          -                          63,440                (8,671,871)         
Community service 335,456              156,002              -                          (179,454)            
Athletics 608,434              131,991              -                          (476,443)            
Food service 943,870              689,841              246,520              (7,509)                
Interest on long-term debt 2,682,833          -                          90,431                (2,592,402)         
Unallocated depreciation 1,541,089          -                          -                          (1,541,089)         

Total 30,358,405$      981,684$           2,830,161$        (26,546,560)       

General revenues:
Property taxes 7,514,343          
Unrestricted state aid 20,436,213        
Grants and contributions not

restricted to specific programs 47,874                
Unrestricted investment earnings 114,092              

Total general revenues 28,112,522        

Change in net assets 1,565,962          

Net assets, beginning of year 5,373,290          

Net assets, end of year 6,939,252$        

The accompanying notes are an integral part of these financial statements.
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TECUMSEH PUBLIC SCHOOLS
Balance Sheet

Governmental Funds
June 30, 2008

Capital Nonmajor
ASSETS General Projects Funds Totals

Assets
Cash and cash equivalents 2,731,982$    845,433$    490,624$        4,068,039$         
Accounts receivable 76,071          -                2,047              78,118               
Due from other governments 3,927,593     -                172,670          4,100,263          
Inventory -                    -                7,669              7,669                 

TOTAL ASSETS 6,735,646$    845,433$    673,010$        8,254,089$         

LIABILITIES AND FUND BALANCES

Liabilities
Accounts payable 481,263$       -$               96,556$          577,819$            
Salaries and retirement payable 2,534,855     -                12,592            2,547,447          
Due to other governments 72,242          -                -                     72,242               
State aid note payable 1,764,260     -                -                     1,764,260          
Deferred revenue 69,850          -                169,016          238,866             

Total liabilities 4,922,470     -                278,164          5,200,634          

Fund balances
Reserved for:

Inventory -                    7,669              7,669                 
Unreserved:

Undesignated 1,813,176     -                     1,813,176          
Undesignated, reported in nonmajor:

Special revenue funds -                    144,712          144,712             
Debt service funds -                    242,465          242,465             
Capital project funds -                    845,433     -                     845,433             

Total fund balances 1,813,176     845,433     394,846          3,053,455          

TOTAL LIABILITIES AND FUND BALANCES 6,735,646$     845,433$     673,010$        8,254,089$          

The accompanying notes are an integral part of these financial statements.  
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TECUMSEH PUBLIC SCHOOLS
Reconciliation of Fund Balances on the Balance Sheet

for Governmental Funds to Net Assets of
Governmental Activities on the Statement of Net Assets

June 30, 2008

Fund balances - total governmental funds 3,053,455$            

Amounts reported for governmental activities in the statement of net assets are different because:

Capital assets used in governmental activities are not financial resources and therefore are not reported in the 
funds.

Add: capital assets 71,525,222            
Deduct: accumulated depreciation (13,687,312)          

Because the focus of governmental funds is on short-term financing, some assets will not be available to pay 
for current-period expenditures.  Those assets (such as certain receivables) are offset by deferred revenues in 
the governmental funds, and thus are not included in fund balance.

Add: deferred revenue for the Durant receivable from MDE 166,723                 

Certain liabilities, such as bonds payable, are not due and payable in the current period and therefore are not 
reported in the funds.

Deduct: bonds payable (52,532,306)          
Add: unamortized bond issuance costs 358,989                 
Add: unamortized loss on refunding 2,483,668              
Deduct: unamortized bond premium (2,601,380)            
Deduct: accrued interest on bonds payable (1,114,149)            
Deduct: compensated absences (159,500)               
Deduct: retirement incentives payable (554,158)               

Net assets of governmental activities 6,939,252$            

The accompanying notes are an integral part of these financial statements.
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TECUMSEH PUBLIC SCHOOLS
Statement of Revenue, Expenditures and Changes in Fund Balances

Governmental Funds
For the Year Ended June 30, 2008

Capital Nonmajor
General Projects Funds Totals

Revenue
Local sources 4,155,878$          10,032$         5,652,449$         9,818,359$          
State sources 21,649,636          -                    39,606                21,689,242          
Federal sources 238,088               -                    206,914              445,002               

Total revenue 26,043,602          10,032           5,898,969           31,952,603          

Expenditures
Current:

Education:
Instruction 15,829,648          -                    -                          15,829,648          
Supporting services 8,669,100            -                    -                          8,669,100            

Athletics -                          -                    608,434              608,434               
Food service -                          -                    945,619              945,619               
Community services 138,527               -                    196,929              335,456               

Capital outlay -                          200,276         -                          200,276               
Debt service:

Principal repayment -                          -                    2,275,000           2,275,000            
Interest and fiscal charges -                          -                    2,451,641           2,451,641            

Total expenditures 24,637,275          200,276         6,477,623           31,315,174          

Revenue over (under) expenditures 1,406,327            (190,244)       (578,654)             637,429               

Other financing sources (uses)
Transfers in -                          650,000         624,923              1,274,923            
Transfers out (1,274,923)          -                    -                          (1,274,923)           

Total other financing sources (uses) (1,274,923)          650,000         624,923              -                           

Change in fund balances 131,404               459,756         46,269                637,429               

Fund balances, beginning of year 1,681,772            385,677         348,577              2,416,026            

Fund balances, end of year 1,813,176$          845,433$       394,846$            3,053,455$          

The accompanying notes are an integral part of these financial statements.
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TECUMSEH PUBLIC SCHOOLS
Reconciliation of the Statement of Revenues, Expenditures

and Change in Fund Balances of Governmental Funds
to the Statement of Activities

For the Year Ended June 30, 2008

Net change in fund balances - total governmental funds 637,429$             

Amounts reported for governmental activities  in the statement of activities are different because:

Governmental funds report capital outlays as expenditures.  However, in the statement of activities, the cost 
of those assets is allocated over their estimated useful lives and reported as depreciation expense.

Add:  Capital asset additions 116,928               
Deduct: depreciation expense (1,541,089)          

Bond proceeds provide current financial resources to governmental funds in the period issued, but issuing 
bonds increases long-term liabilities in the statement of net assets.   Repayment of bond principal is an 
expenditure in the governmental funds, but the repayment reduces long-term liabilities in the statement of 
net assets.

Add: principal payments on long-term liabilities 2,275,000            
Deduct: proceeds from School Bond Loan Fund -                          
Deduct: amortization of bond refunding loss (112,894)             
Add: amortization of bond premium 118,244               
Deduct: amortization of bond issuance costs (16,318)               

Some expenses reported in the statement of activities do not require the use of current financial resources 
and therefore are not reported as expenditures in the funds.

Deduct: increase in accrued interest payable on bonds (220,224)             
Add: decrease in the accrual for compensated absences 16,748                 
Add: decrease in the accrual for retirement incentives 320,374               

Change in net assets of governmental activities 1,565,962$          

The accompanying notes are an integral part of these financial statements.
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TECUMSEH PUBLIC SCHOOLS
Statement of Revenue, Expenditures and

Changes in Fund Balance - Budget and Actual
General Fund

For the Year Ended June 30, 2008

Over
Original Final (Under)
Budget Budget Actual Final Budget

Revenue   
Local sources:

Property taxes 2,913,346$          2,780,034$          2,833,122$          53,088$                
ISD special education tax 476,868               1,041,699            1,041,699            -                           
Tuition -                           3,775                   3,850                   75                         
Earnings on investments and deposits 85,000                 97,629                 104,060               6,431                    
Other local revenues 216,600               203,945               173,147               (30,798)                

Total revenue from local sources 3,691,814            4,127,082            4,155,878            28,796                  

State sources:
State school aid - unrestricted 19,960,701          20,484,025          20,436,213          (47,812)                
At risk 189,000               191,589               186,914               (4,675)                  
Special education 846,227               900,455               958,341               57,886                  
Durant settlement 28,236                 28,236                 28,236                 -                           
Middle school math -                           37,508                 37,508                 -                           
Other state revenue -                           2,500                   2,424                   (76)                       

Total revenue from state sources 21,024,164          21,644,313          21,649,636          5,323                    

Federal sources 210,690               255,357               238,088               (17,269)                

Total revenue 24,926,668          26,026,752          26,043,602          16,850                  

Expenditures
Instruction:

Basic Programs:
Elementary 4,932,732            4,911,913            4,834,536            (77,377)                
Middle/Junior High 4,011,223            4,106,437            4,061,513            (44,924)                
High School 3,792,354            3,793,171            3,800,596            7,425                    

Added Needs:
Special Education 2,686,012            2,786,687            2,689,277            (97,410)                
At Risk 349,511               362,699               352,445               (10,254)                

Adult Education 89,954                 91,413                 91,281                 (132)                     
Total instruction 15,861,786          16,052,320          15,829,648          (222,672)              

continued…
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TECUMSEH PUBLIC SCHOOLS
Statement of Revenue, Expenditures and

Changes in Fund Balance - Budget and Actual (Concluded)
General Fund

For the Year Ended June 30, 2008

Over
Original Final (Under)
Budget Budget Actual Final Budget

Supporting Services:
Pupil services:

Guidance services 585,508$             611,910$             613,144$             1,234$                  
Health services 120,000               91,690                 87,058                 (4,632)                  
Other pupil services 62,840                 74,190                 61,651                 (12,539)                

Instructional staff:
Improvement of instruction 82,547                 107,468               76,091                 (31,377)                
Library/media 276,629               281,936               279,127               (2,809)                  
Supervision and direction 91,782                 73,539                 69,296                 (4,243)                  
Technology assisted instruction 47,588                 48,840                 49,310                 470                       

General administration:
Board of Education 411,910               573,936               563,711               (10,225)                
Executive administration 279,535               308,244               296,951               (11,293)                

School administration 1,364,228            1,464,549            1,426,890            (37,659)                
Central services:

Pupil accounting 500                      149                      -                           (149)                     
Human resources 179,795               139,369               130,471               (8,898)                  
Technology 631,280               720,288               709,351               (10,937)                

Business services 517,799               468,999               460,266               (8,733)                  
Operations and maintenance 2,630,237            2,866,117            2,772,793            (93,324)                
Transportation 943,217               1,071,134            1,035,749            (35,385)                
Other supporting services 93,136                 37,267                 37,241                 (26)                       

Total supporting services 8,318,531            8,939,625            8,669,100            (270,525)              

Community services 125,085               125,363               138,527               13,164                  

Transfers to other districts -                           24,500                 -                           (24,500)                

          Total expenditures 24,305,402          25,141,808          24,637,275          (504,533)              

          Revenue over expenditures 621,266               884,944               1,406,327            521,383                

Other financing sources (uses)
Transfers in 31,501                 31,501                 -                           (31,501)                
Transfers out (794,582)              (910,468)              (1,274,923)           (364,455)              

Total other financing sources (uses) (763,081)              (878,967)              (1,274,923)           (395,956)              

Change in fund balance (141,815)              5,977                   131,404               125,427                

Fund balance, beginning of year 1,681,772            1,681,772            1,681,772            -                           

Fund balance, end of year 1,539,957$          1,687,749$          1,813,176$          125,427$              

The accompanying notes are an integral part of these financial statements.
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TECUMSEH PUBLIC SCHOOLS
Statement of Fiduciary Net Assets

All Fiduciary Funds
June 30, 2008

Private
Purpose

Trust Agency
Funds Fund

Assets
Cash and cash equivalents 117,157$          188,586$         

Liabilities
Due to student groups and activities -                       188,586$         

Net assets
Unrestricted 117,157$        

The accompanying notes are an integral part of these financial statements.
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TECUMSEH PUBLIC SCHOOLS
Statement of Changes in Fiduciary Net Assets

Private Purpose Trust Funds
For the Year Ended June 30, 2008

Revenue
Local sources:

Contributions 1,000$               
Earnings on investments 3,412                 

Total revenue 4,412                 

Expenses
Scholarships 1,001                 

Change in net assets 3,411                 

Net assets, beginning of year 113,746             

Net assets, end of year 117,157$           

The accompanying notes are an integral part of these financial statements.
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TECUMSEH PUBLIC SCHOOLS
Combining Balance Sheet

Nonmajor Governmental Funds
June 30, 2008

Special Debt
ASSETS Revenue Service Totals

Assets
Cash and cash equivalents 248,159$           242,465$           490,624$           
Accounts receivable 2,047                 -                         2,047                 
Due from other governments 5,948                 166,722             172,670             
Inventory 7,669                 -                         7,669                 

TOTAL ASSETS 263,823$           409,187$           673,010$           

LIABILITIES AND FUND BALANCES

Liabilities
Accounts payable 96,556$             -$                       96,556$             
Salaries and retirement payable 12,592               -                         12,592               
Deferred revenue 2,294                 166,722             169,016             

Total liabilities 111,442             166,722             278,164             

Fund balances
Reserved for:

Inventory 7,669                 -                         7,669                 
Unreserved, undesignated 144,712             242,465             387,177             

Total fund balances 152,381             242,465             394,846             

TOTAL LIABILITIES AND FUND BALANCES 263,823$           409,187$           673,010$           
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TECUMSEH PUBLIC SCHOOLS
Combining Statement of Revenue, Expenditures and Changes in Fund Balances

Nonmajor Governmental Funds
For the Year Ended June 30, 2008

Special Debt

Revenue Service Totals

Revenue

Local sources 880,797$           4,771,652$        5,652,449$        

State sources 39,606               -                         39,606               

Federal sources 206,914             -                         206,914             

Total revenue 1,127,317          4,771,652          5,898,969          

Expenditures

Current:

Athletics 608,434             -                         608,434             

Food service 945,619             -                         945,619             

Community services 196,929             -                         196,929             

Debt service:

Principal repayment -                         2,275,000          2,275,000          

Interest and fiscal charges -                         2,451,641          2,451,641          

Total expenditures 1,750,982          4,726,641          6,477,623          

Revenue over (under) expenditures (623,665)            45,011               (578,654)            

Other financing sources 

Transfers in 624,923             -                         624,923             

Total other financing sources 624,923             -                         624,923             

Change in fund balances 1,258                 45,011               46,269               

Fund balances, beginning of year 151,123             197,454             348,577             

Fund balances, end of year 152,381$           242,465$           394,846$           
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TECUMSEH PUBLIC SCHOOLS
Nonmajor Special Revenue Funds

Combining Balance Sheet
June 30, 2008

Food Community 
Athletics Service Services Total

ASSETS

Assets
Cash and cash equivalents 7,504$               235,737$           4,918$               248,159$           
Accounts receivable 21                      2,026                 -                         2,047                 
Due from other governments -                         5,948                 -                         5,948                 
Inventory -                         7,669                 -                         7,669                 

TOTAL ASSETS 7,525$               251,380$           4,918$               263,823$           

LIABILITIES AND FUND
BALANCES

Liabilities
Accounts payable 2,093$               94,463$             -$                       96,556$             
Salaries and retirement payable 4,675                 3,503                 4,414                 12,592               
Deferred revenue -                         2,294                 -                         2,294                 

Total liabilities 6,768                 100,260             4,414                 111,442             

Fund balances
Reserved for inventory -                         7,669                 -                         7,669                 
Unreserved, undesignated 757                    143,451             504                    144,712             

Total fund balances 757                    151,120             504                    152,381             

TOTAL LIABILITIES
AND FUND BALANCES 7,525$               251,380$           4,918$               263,823$           
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TECUMSEH PUBLIC SCHOOLS
Nonmajor Special Revenue Funds

Combining Statement of Revenue, Expenditures and Changes in Fund Balances
For the Year Ended June 30, 2008

Food Community 
Athletics Service Services Total

Revenue
Local sources 131,991$           689,841$           58,965$             880,797$           
State sources -                        39,606               -                        39,606               
Federal sources -                        206,914             -                        206,914             

Total revenue 131,991             936,361             58,965               1,127,317          

Expenditures
Athletics 608,434             -                        -                        608,434             
Food service -                        945,619             -                        945,619             
Community services -                        -                        196,929             196,929             

Total expenditures 608,434             945,619             196,929             1,750,982          

Revenue under expenditures (476,443)            (9,258)               (137,964)            (623,665)            

Other financing sources 
Transfers in 477,200             9,255                 138,468             624,923             

Total other financing sources 477,200             9,255                 138,468             624,923             

Change in fund balances 757                    (3)                      504                    1,258                 

Fund balances, beginning of year -                        151,123             -                        151,123             

Fund balances, end of year 757$                  151,120$           504$                  152,381$           
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TECUMSEH PUBLIC SCHOOLS
Nonmajor Debt Service Funds

Combining Balance Sheet
June 30, 2008

Durant 2005 2000 1998
Debt Debt Debt Debt Total

ASSETS

Assets
Cash and cash equivalents -$                      144,428$           98,037$             -$                      242,465$           
Due from other governments 166,722             -                        -                        -                        166,722             

TOTAL ASSETS 166,722$           144,428$           98,037$             -$                      409,187$           

LIABILITIES AND FUND BALANCES

Liabilities
Deferred revenue 166,722$           -$                      -$                      -$                      166,722$           

Fund balances 
Unreserved, undesignated -                        144,428             98,037               -                        242,465             

TOTAL LIABILITIES
AND FUND BALANCES 166,722$           144,428$           98,037$             -$                      409,187$           
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TECUMSEH PUBLIC SCHOOLS
Nonmajor Debt Service Funds

Combining Statement of Revenue, Expenditures and
Changes in Fund Balances

For the Year Ended June 30, 2008

Durant 2005 2000 1998
Debt Debt Debt Debt Total

Revenue
Local sources:

Property taxes -$                      2,295,531$        802,350$           1,583,340$        4,681,221$        
Interest revenue -                        31,095               18,449               40,887               90,431               

Total revenue -                        2,326,626          820,799             1,624,227          4,771,652          

Expenditures
Debt Service:

Principal -                        -                        650,000             1,625,000          2,275,000          
Interest -                        2,277,444          103,992             70,205               2,451,641          

Total expenditures -                        2,277,444          753,992             1,695,205          4,726,641          

Change in fund balances -                        49,182               66,807               (70,978)              45,011               

Fund balances, beginning of year -                        95,246               31,230               70,978               197,454             

Fund balances, end of year -$                      144,428$           98,037$             -$                      242,465$           
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COMMUNICATION WITH THOSE CHARGED WITH GOVERNANCE 
UNDER SAS NO. 114 

 
November 12, 2008 

 
 
To the Board of Education of 
Tecumseh Public Schools 
 
 
We have audited the financial statements of the governmental activities, the business-type 
activities, the aggregate discretely presented component units, each major fund, and the 
aggregate remaining fund information of the Tecumseh Public Schools (the “District”) for the 
year ended June 30, 2008, and have issued our report thereon dated November 12, 2008.  
Professional standards require that we provide you with the following information related to our 
audit. 
 
Our Responsibility Under Auditing Standards Generally Accepted in the United States of 
America and Government Auditing Standards 
 
As stated in our engagement letter dated November 12, 2008, our responsibility, as described by 
professional standards, is to express opinions about whether the financial statements prepared by 
management with your oversight are fairly presented, in all material respects, in conformity with 
accounting principles generally accepted in the United States of America.  Our audit of the 
financial statements does not relieve you or management of your responsibilities.   
 
As part of our audit, we considered the internal control of the District.  Such considerations were 
solely for the purpose of determining our audit procedures and not to provide any assurance 
concerning such internal control.  
 
As part of obtaining reasonable assurance about whether the financial statements are free of 
material misstatement, we performed tests of District’s compliance with certain provisions of 
laws, regulations, contracts and grants. However, the objective of our tests was not to provide an 
opinion on compliance with such provisions. 
 
Planned Scope and Timing of the Audit 
 
We performed the audit according to the planned scope and timing previously communicated to 
you in our meeting about planning matters on August 11, 2008. 
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Significant Audit Findings  
 
Qualitative Aspects of Accounting Practices  
 
Management is responsible for the selection and use of appropriate accounting policies.  In 
accordance with the terms of our engagement letter, we will advise management about the 
appropriateness of accounting policies and their application.  The significant accounting policies 
used by the District are described in Note 1 to the financial statements.  No new accounting 
policies were adopted and the application of existing policies was not changed during the year.  
We noted no transactions entered into by the governmental unit during the year for which there is 
a lack of authoritative guidance or consensus.  There are no significant transactions that have 
been recognized in the financial statements in a different period than when the transaction 
occurred. 
 
Accounting estimates are an integral part of the financial statements prepared by management 
and are based on management’s knowledge and experience about past and current events and 
assumptions about future events.  Certain accounting estimates are particularly sensitive because 
of their significance to the financial statements and because of the possibility that future events 
affecting them may differ significantly from those expected. The most sensitive estimates 
affecting the financial statements were: 

 
 Management’s estimate of the useful lives of depreciable capital assets is based on 

the length of time it is believed that those assets will provide some economic benefit 
in the future. 

 
We evaluated the key factors assumptions used to develop these estimates in determining that 
they are reasonable in relation to the financial statements taken as a whole. 
 
Difficulties Encountered in Performing the Audit 
 
We encountered no significant difficulties in dealing with management in performing and 
completing our audit. 
 
Corrected and Uncorrected Misstatements 
 
Professional standards require us to accumulate all known and likely misstatements identified 
during the audit, other than those that are trivial, and communicate them to the appropriate level 
of management. Management has corrected all such misstatements.  Adjustments included 
recording accrued interest on the state aid note, food service inventory, and other corrections to 
balance sheet accounts.  
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Disagreements with Management 
 
For purposes of this letter, professional standards define a disagreement with management as a 
financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, 
that could be significant to the financial statements or the auditor’s report.  We are pleased to 
report that no such disagreements arose during the course of our audit. 
 
Management Representations  
 
We have requested certain representations from management that are included in the 
management representation letter dated November 12, 2008. 
 
Management Consultations with Other Independent Accountants 
 
In some cases, management may decide to consult with other accountants about auditing and 
accounting matters, similar to obtaining a “second opinion” on certain situations.  If a 
consultation involves application of an accounting principle to the Entity’s financial statements 
or a determination of the type of auditor’s opinion that may be expressed on those statements, 
our professional standards require the consulting accountant to check with us to determine that 
the consultant has all the relevant facts.  To our knowledge, there were no such consultations 
with other accountants. 
 
Other Audit Findings or Issues  
 
We generally discuss a variety of matters, including the application of accounting principles and 
auditing standards, with management each year prior to retention as the governmental unit’s 
auditors. However, these discussions occurred in the normal course of our professional 
relationship and our responses were not a condition to our retention. 
 
 
This information is intended solely for the use of the governing body and management of the 
Tecumseh Public Schools and is not intended to be and should not be used by anyone other than 
these specified parties. 
 

Very truly yours, 
 
 



Tecumseh Public Schools 
 

Comments and Recommendations  
 

For the Year Ended June 30, 2008 
 

 
 
In planning and performing our audit of the financial statements of the Tecumseh Public Schools (the 
“District”) as of and for the year ended June 30, 2008, in accordance with auditing standards 
generally accepted in the United States of America, we considered the District’s internal control over 
financial reporting (internal control) as a basis for designing our auditing procedures for the purpose 
of expressing our opinion on the financial statements, but not for the purpose of expressing an 
opinion on the effectiveness of the District’s internal control. Accordingly, we do not express an 
opinion on the effectiveness of the District’s internal control.  
 
Our consideration of internal control was for the limited purpose described in the first paragraph and 
would not necessarily identify all deficiencies in internal control that might be significant deficiencies 
or material weaknesses.   
 
A control deficiency exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent or detect 
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of 
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or 
report financial data reliably in accordance with generally accepted accounting principles such that 
there is more than a remote likelihood that a misstatement of the entity’s financial statements that is 
more than inconsequential will not be prevented or detected by the entity’s internal control.  The 
deficiencies we noted that we consider to be significant deficiencies are described in the Independent 
Auditor’s Report on Compliance and on Internal Control over Financial Reporting Based on an 
Audit of Financial Statements Performed in Accordance with Government Auditing Standards.  
 
Other Matters 
 
Internal Controls – Segregation of Duties 
 
Management is responsible for establishing and maintaining effective internal control over financial 
reporting and the safeguarding of the District’s assets. In establishing appropriate internal controls, 
careful consideration must be given to the cost of a particular control and the related benefits to be 
received. Accordingly, management must make the difficult decision of what degree of risk it is 
willing to accept, given the government’s unique circumstances. 
 
Ideally, no single individual should ever be able to authorize a transaction, record the transaction in 
the accounting records, and maintain custody of the assets resulting from the transaction. Effectively, 
proper segregation of duties is intended to prevent an individual from committing an act of fraud or 
abuse and being able to conceal it. 



Tecumseh Public Schools 
 

Comments and Recommendations (Continued) 
 

For the Year Ended June 30, 2008 
 

 
 
Events of recent years have given rise to a heightened awareness of the risks of fraud and abuse, 
especially in the governmental environment, where public accountability is at its highest. The 
purpose of internal controls is to provide reasonable, but not absolute, assurance that assets are 
safeguarded against loss from unauthorized use or disposition, and that transactions are properly 
authorized and recorded. Any limitations on the effectiveness of a government’s internal controls 
carries with it a greater risk of fraud and abuse. 
 
As stated previously, the establishing and maintaining of internal controls is the responsibility of 
management. As the District’s independent external auditors, we are specifically banned by 
professional standards from performing any management functions. In other words, the annual audit 
is not a part of the District’s internal control structure, and cannot not be relied upon as part of 
management’s systems to deter or detect fraud and abuse. 
 
While there are, of course, no easy answers to the challenge of balancing the costs and benefits of 
internal controls and the segregation of duties, we would nevertheless encourage management to 
actively seek ways to further strengthen its internal control structure by requiring as much 
independent review, reconciliation, and approval of accounting functions by qualified members of 
management as possible. 
 
The following areas were noted for improvement during the current year’s audit: 
 
Payroll.  Currently, there is no formal review of the payroll register by someone other than the 
payroll clerk before payroll checks are issued.  We recommend that the reviewer of the payroll 
register initial and date the register of each current pay before payroll is finalized in order to enhance 
the internal controls in this area. 
 
Inventory of Capital Assets.  The District currently has no policy for taking inventory of the District’s 
moveable capital assets.  We recommend that the District consider establishing such a policy, and 
suggest an inventory of those assets be taken every four or five years 
 
Check Disbursements.  Check signing should be independent from initiating purchases, approving 
purchases, receiving, shipping, preparer of checks, cash receipts, accounts payable, and cash 
bookkeeping.  Through our audit procedures it was determined that the individual responsible for 
signing checks also has accounts payable duties while having access to the general ledger systems.  In 
order to enhance the internal controls in this area, we recommend that the Business Manager review 
the accounts payable check registers for reasonableness and content before the accounts payable 
checks are issued.  The Business Manager should initial and date the register to document that this 
review procedure has been performed.  
 
Documentation.  During our audit procedures it was noted that while the District does have proper 
segregation of duties in many areas, there was no evidence documenting who prepared certain 
documents and who reviewed them.  To help ensure proper segregation of duties there should be 
evidence of a preparer and reviewer of any work papers or reconciliations completed.



Tecumseh Public Schools 
 

Comments and Recommendations (Concluded) 
 

For the Year Ended June 30, 2008 
 

 
 
Employee Dishonesty Bonds.  Presently, the District is covered by an employee dishonesty bond in 
the amount of $50,000 per occurrence. Because of the increased financial activity of the District over 
the past several years, we recommend that the District consider increasing this coverage as additional 
protection against a defalcation. We note that other districts of similar size maintain coverage of 
$100,000, $200,000, or more. 
 

*  *  *  *  * 
 




